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At Embassy's suggestion, Department has spoken to Ford 
Foundation's Near East Program Officer, Mr. Champion Ward, to urge 
that Foundation give favorable consideration to provision of an 
economic development advisor for President Chehab. 
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Mr. Ward advised the Department that Foundation had already 
received a report from its Beirut representative, Walker, and views 
this project sympathetically. Mr. Ward commented that Foundation 
beginning search for qualified individual, but anticipates no quick 
success in view requisite combination of professional qualifica-~ 
tions and political deftness necessary to thread needle of Lebanese 
governmental administration and jealousy of others who seek to 
influence President Chehab. 


Department again urged on Foundation merits of this proposal 
and of finding qualified individual at an early date. 
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aE? SUMMARY ay 
: ae The Ford Foundation representative in i4 % | 
Beirut has told President Chehab he is je y 


confident the Foundation will be willing 
to furnish the advisors the President has 
requested, although it may take some time 
to find the right men for the job. 


| 
| 
On January ) I took Mr. Hugh Walker, Ford Foundation Re- | 
presentative in Beirut, and Dr. Philip Taylor, University of | 
j Connecticut professor and a Ford consultant who has recently 
completed a mission to Jordan, to see President Chehab to discuss 
further his request of December 19 (Embassy A-591) for an advisor 

| ; on economic development and anti-trust matters. I told the 

: President that the Department had agreed on the utility of the 


Ford Foundation take an interest in the er He would | et 


} he project and it had occurred to us that a private foundation such 
as Ford might best be able to meet his needs. Any addition | 
i Me POL details on precisely what type person was needed would be mo " 
: . helpful to Mr. Walker, and to Dr. Taylor, who was returning to | : 
Amb the United States shortly and could convey the President/s eee : 
O'Neal thinking at first hand. = e 
oe Econ : 
F Be Comm President Chehab said he would be very happy to see th Au | 
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( by painting a somber picture of Lebanon so that Messrs, Walker and 
Taylor could better understand his problem. He was faced with the | 
task of trying to provide employment and a decent wage to the mass of 
the Lebanese people, who were presently very poor, without taking any- 
thing away from the wealthy. If Lebanon's economy were like Egypt's 
| or Yugoslavia's the problem would be simple: the state would have 
: merely to set up the factories. However, Lebanon is a free enterprise 
-state,. This is as it should be, and he said he had no thought of 
changing it, but some means must be found to prevent monopolies, both 
in the management and labor fields, from grabbing all the profits for 
themselves. 


Lebanon's economic system, the President said, has become a tissue 
of monopolies, to the point where it is literally impossible for new 
industries to be established. Two examples of monopoly situations had 
arisen recently. The owners of Lebanon's textile industry had banded 
together and come to the Government to ask for increased tariff protection. 

The President said these gentlemen had been reminded that the textile : 
industry already enjoys 100 per cent tariff protection. They had been 

somewhat surprised when the Government asked to check their books, The oe 
second situation involved a labor monopoly. Employees of the Bank of 
Syria and Lebanon were striking for protection of their "employment rights" 
in anticipation of the creation next year of a state bank of issue. Not 
content with offers of compensation several times the legal minimum, the 
bank employees were demanding compensation amounting to one quarter of 
the Bank's capital. 


J The President pointed out that the Lebanese Government had already 

made much progress in the agricultural field through the "green plan" by 
irrigation and a variety of agricultural improvement techniques, As 

: Dr. Taylor noted, competition was fierce and free in the retail commercial 
; sector, but this area of the economy was already overburdened. The only 
way to create new employment and bring about a rise in the general standard 
of living was to bring in industries. But the Lebanese economy was so | 
monopoly-ridden that it had become almost impossible to introduce new in- 
dustries. The President said he realized Lebanon was presently enjoying 
unparalleled prosperity. His concern was for the future. 


: rae The President said that in reflecting on the matter he had decided 
i - that two experts would be needed: one for anti-trust and_economic develop- 
< ment questions and a second who could verify the accounts,.the technical” 

production processes and p! product. quality. of industries benefitting from 
state subsidies or special tariff protection. In addition to their 
technical qualifications, these men must be prepared to make an effort 

to understand Lebanon and adapt their theoretical and practical knowledge 

: owe to Lebanese conditions. If they come only to make a theoretical study 
their and the President's labor will be lost. The President said he would 
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plan to be their principal advisor on the Lebanese mentality and would 
work closely with them. If possible, they should know some French.; 


Dr. Taylor suggested that the economic development and anti-trust 
advisor should, in addition to his knowledge of these fields, have a . 
strong background in comparative economic systems so as to be better . 
able to understand what innovations can usefully be introduced in Lebanon 
and what might be harmful. Dr. Taylor also suggested that this expert 
might come to Lebanon first and would then be in a position to advise 
on the choice of a man for the other job. President Chehab agreed with 
both these suggestions, When asked how long he would need the services 
PS of the economic development and anti-trust advisor, President Chehab said 
| he thought six months would be required at the very least. 


Mr. Walker said he was "quite confident" the Ford Foundation would 
be willing to furnish the advisors the President desired. Because the 
anti-trust question poses problems for the Foundation, the job would have 
to be cast primarily as an economic development one, although whoever is 
selected will have a strong background in anti-trust matters. Mr. Walker 
cautioned that it would take time to find the right man for the job, and 
even once he is found he may not be available to come to Lebanon immediately. 
Mr. Walker said he and Dr. Taylor would begin to work on the matter 
immediately. Noting that he is a man of patience, President Chehab warmly 
thanked Messrs. Walker and Taylor. 
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SUBJECT: Economic Development Adviser for President Chehab 
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PARTICIPANTS: Mr. Champion Ward, Middle East Director of Ford Foundation | 


- NE/E - Slator C. Blackiston, Jr. | 
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_ | Mr. Blackiston said that he understood that CU had already been in touch 
with the Ford Foundation on the matter of an economic adviser with anti-trust 
.expertise for President Chehab, but that he wished to reiterate the hope of 
* NE that the Ford Foundation could be helpful in this matter. Mr. Ward said 
re that he had already heard from Mr. Hugh Walker, Ford Foundation Beirut 
: ‘representative, and that the Foundation was receptive. However, finding the 
right man would likely prove very difficult because of the suena 

g of 


o ve : sought and because of the need for the candidate to have an understan 
of . the pecularities of Lebanon's politics and its economy. .-As Mr. Ward a 
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3 stood the situation, President Chehab was receiving conflicting eoniee ic 
4 . advice from Paul Khlat and Yussuf Sayigh. The President felt that rural 


‘Lebanese advice could not be completely opJEcwive and so sought a neu 
to act as arbitrator. © 


There followed a discussion of the recommendations « parentay’ll ling f wk 
from the French IRFED Association and which Sayigh supported to the effect ie 
that Lebanon should improve its balance of payments position by establifsiting . | 

new domestic industries producing both for the domestic market and for ‘etport. 
According to Mr. Ward, Khlat has argued for maintenance of Lebanon's free 
economy without encouraging domestic industries by protective devices. 
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Mr. Blackiston said that the Department could see no objection to 
Lebanon's establishing industries where this seemed to make economic sense, 
ie but. that continued Lebanese prosperity seemed to lie in continuation of z 
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Lebanon's position as an entrepot and tourist center. i 


Mr. Ward concluded by stating that the Foundation would make every 
effort to accede to President Chehab's request and that he would be | i 


| communicating with Mr. Walker on this subject shortly. | 
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The Council of Ministers, at its meeting of June 7, 1961, decided to submit 
to the Chamber of Deputies a bill calling for a vote of urgency, for an approp- 
riation of LL 450 million ($145.2 million) to cover a 5-year development plan 
beginning 1962. 


The cost of the works to be undertaken will be covered partly by petroleum 


receipts and partly by ordinary budget appropriations, RSW 
The amount of LL 450 million will be distributed as follows: eB 
; =i ‘ a 
LL okt HRW: ar ; 
Irrigation 64,000,000 FILE : ; 
Electric power 72,000,000 ~ — Co | 
Highways 124,000,000 §§ =.  C. | 
River beds 9,000,000 «_ A c | 
Antiquities 10,000,000 =. Ya I> ! 
‘ Public buildings 20,000,000 Oe a — : 
| Reconstruction 75 waa tear : BeP | 
SF | | 
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The bill is reported to lay emphasis on the fact that the as “~. 
now irrigated amounts to only half the area that still needs Errpetions i. 
which totals 80,000 hectares (200,000 acres). - 


The plan provides for conducting drinking water to 638 eee and im- ee 
proving the water supply system in 550 other villages. 
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The electric power project, the survey of which has now been completed, ~ 2 ! 
provides for equipping 1279 villages with electric light and improving the -!. Ng 
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system in 504 eer to which the power is supplied by small private cone * NN 
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The bill adds that the project of constructing a third basin in the Beirut 5 
harbor may cost LL 50 million ($16,1 million), for which the government will not 
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request appropriations, as the project's cost will be largely covered by the | 
sale proceeds of reclaimed land. 


In the face of the multiplicity of development projects and the urgent 
need for immediate spending to relieve the country from the danger of ddflation, 
students of the current economic situation are somewhat afraid that lack of 
sufficient survey may cause the various past and present projects to get tangled 
up in some confusion, As a matter of fact, it is not yet known what connection, 


if any, exists between the above highway project which will cost LL 124 million 


($40,000,000) and the LL 84 million ($27,000,000) project which was reported in 
the despatch under reference. Moreover, are the above irrigation and electric 
projects in South-Lebanon a part of the Litani project? It will be a long time 
before these questions can be answered. 


The Embassy will follow developments in the further elaboration of the 
proposed Five-Year Plan and report to the Department as the projects now 


envisaged take on more concrete shape. The Embassy expects to be able to 
obtain a copy of the draft law approved by the Council of Ministers on June 7, 


within the next few days. 


C 
Robert McClintock \ 
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